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March, 1996

PENNSYLVANIA PUBLIC UTILITY COMMISSION
Bureau of Consumer Services
Chapter 56 Information Sheet
Termination-Related Disputes

The following clarification of the Bureau of Consumer Services' position
regarding the proper meaning of various Chapter 56 termination related provisions
responds to two concerns expressed by industry representatives. The first concern is
that customers can use the termination/dispute provisions of Chapter 56 in a “closed
loop” manner to avoid making payment or having service terminated. In BCS' opinion,
the following information demonstrates that the current Chapter 56 standards, if applied
properly, do not result in a “closed loop,”

The second concern expressed by industry representatives is that the Chapter
56 termination standards unfairly hinder a utility's ability to actually terminate service
and therefore, unnecessarily delays utility collection efforts. This assertion surprises
BCS since it is shown to be inaccurate by the yearly fluctuations in the number of
residential terminations performed by the major companies. For example, how can
Chapter 56 be viewed as hindering a utility’s ability to terminate service when a major
electric company (PECO) can go from terminating 27,723 accounts in 1992 to 64,603 in
1983? Clearly, this difference in the number of terminations from one year to the next
shows that utility management decisions, not Chapter 56, determine the number of
terminations that a utility performs.

The information that follows assumes a utility is using BCS’ guidelines for
Income Level 1, 2, and 3 or otherwise appropriately applying §56.97(b). BCS does not
include Income Level 4 in this scenario. The BCS believes the following reflects good
faith compliance and good faith application of termination related dispute provisions.

One final note, BCS has repeatedly cautioned companies over the years that all
available data show no direct correlation between termination and collection of
arrearage, particularly among Level 1, 2 and 3 delinquent customers. Further,
information presented by NARUC! indicates that the level of bad debt is positively
correlated with terminations. In other words, states that have higher bad debt levels |
have a greater number of terminations. BCS mentions this point as a caution to utility
collection strategists who may consider using the following information to develop a

"The National Regulatory Research Institute, Alternatives to Utility Service
Disconnection, May 1995.
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collection approach that has termination as its end game. However, the respor}sibility
for establishing a collection strategy and the importance termination plays in this
strategy is the responsibility of the utility.

Summary of the situation:

The company issues a termination notice for nonpayment [§56.91 (10-day); §56.93
(3-day); and §56.95 (48-hour)].
The customer calls the company (§56.97).

The company and customer enter a payment agreement based on the application of
§56.97(b) and BCS guidelines.

The customer defaults on the payment arrangement.

The company issues a new termination notice for failure to comply with material
terms of a payment agreement (§56.81(5)).

The customer calls the company (§56.97).

The company and customer again agree on payment terms, based on the
application of §56.97(b) and BCS guidelines.

The customer defaults on the payment arrangement.

The company issues another termination notice for failure to comply with material
terms of a payment agreement (§56.81(5)).

The customer calls the company (§56.97).

The company reviews the account and discusses the situation with the customer.
The company determines that there is no change in circumstances to warrant
another agreement.

They establish no payment agreement. The customer cannot pay the amount the
company is requesting which is the catchup amount of the most recent agreement.
There is no customer satisfaction at the end of this contact.

A dispute exists involving matters other than a billing dispute (§56.152(8)) and the
company issues a utility company report.

If the customer does not file an informal complaint or pay the required amount after the
10 days for filing has expired:

The company may apply limited notice (§56.101).

The customer calls the company after receiving the limited notice (§56.97).

The company complies with §56.97(a) and (b). There is no change in
circumstances. The customer states they still cannot pay the required amount.

The company does not have to readdress the “same” dispute. They do not have to
stay termination and issue another utility company report. However, the company
should apply §56.97(a)(4) and repeat the right to contact the Public Utility

Commission and file an informal complaint. They should also inform the
customer that there is no stay on the termination action.
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« The customer contacts the PUC, files a medical certification, pays according to the
company position, or the company terminates the service.

Summary of the basis of BCS' Position:

In the April 12, 1978 Order at 76 P.R.M.D. 10 making final the Chapter 56
regulations, the Commission commented on Page 34 regarding the Utility
Company Dispute Procedures, §56.151. The order states, in part,
“Limited disputes: It would be unfair to limit the number of times a person
could file a dispute because there will be no corresponding limitation upon
utilities to refrain from activities that may give rise to a dispute. Of course,
any dispute which contains allegations that have already been adjudicated
through the processes set forth in this subchapter will be subject to res
judicata limitations."

Based on this comment and the pertinent regulations, BCS believes the
termination cycle is appropriately concluded by the utility addressing the disputed
issue(s) in a utility company report. The specific allegation (i.e., inability to pay) may
remain appropriate for a period. Admittedly, this period is undefined. Our experience
suggests that, in general, because of utilities ongoing nature of furnishing and billing for
utility service, it would be unreasonable for the company to consider this allegation a
continuation of the original dispute if a utility does not generate a termination notice
within 80 days of the issuance of the utility company report.

Therefore, after the expiration of a utility company report that addresses the
specific allegation of “inability to pay," a utility may go with limited notice or the ten-day
termination process. The utility does not have to address the same allegations again by
using the dispute process. However, since the dispute may not have “already been
adjudicated through the processes” (i.e., informal complaint), the company should tell
the customer of their right to file a complaint with the PUC.

That pursuant to 52 Pa. Code §1.96, this informal opinion is provided solely as an aid
to you. Itis not binding upon the Commonwealth or the Commission. Informal
opinions are subject to withdrawal or change at any tlme to conform with new or
different interpretations the law.
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